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A  SURVEY  OF  ACCOUNTING  PROCEDURES  AND  RECORDS  IN  THE  COUNTY  GOVERN¬ 
MENTS  OF  ALABAMA 


In  preparing  this  study  it  was  found  impossible  to  interview 
personally  all  the  counties  in  the  State.  In  view  of  this  fact, 
several  of  the  more  representative  counties  were  chosen  for  personal 
visits  by  the  investigator,  and  the  remainder  of  the  counties  were 
solicited  through  the  medium  of  the  questionnaire.  The  counties 
which  were  interviewed  are  Bibb,  Hale,  Jefferson,  Montgomery,  Perry,. 
Tuscaloosa,  Shelby,  Chilton,  Autauga,  and  Elmore. 

It  will  be  noticed  that  these  counties  conform  to  a  represent¬ 
ative  choice  in  that  they  are  of  varying  size,  both  in  area  and 
assessed  valuation,  different  geographical  positions,  and  are  sub¬ 
ject  to  somewhat  different  conditions  under  which  they  operate. 

( Further,  it  should  be  noted  that  both  the  largest  and  smallest 

O 

•"  county  has  been  surveyed  in  respect  to  complexity  of  accounting 

V  records  and  financial  operations,  as  well  as  counties  of  medium 

^position  in  this  regard. 

The  nature  of  the  survey  has,  of  necessity,  been  confined 
to  include  only  actual  accounting  procedures,  and  all  other  phases 
of  county  financial  administration  upon  which  they  have  a  direct 
bearing.  Particular  consideration  has  been  given  to  the  extent 
of  control  exercised  by  the  county  governments  throughout  the  State 

r* 

of  Alabama  over  their  funds  by  means  of  their  accounting  records. 
This  aspect  of  the  investigation  furnishes  a  picture  of  whether  or 
not  the  various  systems  of  accounts  are  accomplishing  their  chief 
purpose,  vizj  successful.,  control  over  county  monies.  However,  a 
thorough  investigation  into  all  phases  of  financial  administration 


A  SURVEY  OF  AnoouiJTIUG  PROCEDURES  AND  RECORDS  IN  THE  COUNTY  GOVERN¬ 
MENT'  OF  ALABAMA  (Continued) 

was  made  in  those  counties  which  were  visited  personally. 

The  questionnaire,  which  was  used  to  secure  information 
from  those  counties  which  could  not  be  reached  individually  was 
devised  specifically  for  the  purpose  of  obtaining  data  concerning 
the  control  exercised  over  funds  by  means  of  records  and  procedures. 
Three  things  were  definitely  borne  in  mind  in  its  construction,  name¬ 
ly,  procedure  and  records  used  in  recording  receipt  of  county  monies, 
records  employed  in  controlling  these  monies  after  their  collection, 
procedure  and  records  used  in  disbursing  county  monies.  These  three 
phases  of  the  accounting  procedure  form  the  nucleus  of  the  question¬ 
naire,  although  other  matters  directly  related  to  the  above  things 
are  also  stressed.  As  has  been  said,  the  entire  questionnaire  was 
made  up  so  as  to  determine  the  adequacy  or  inadequacy  of  the  various 
accounting  systems  of  the  county  governments. 

In  regard  to  the  result  of  the  county  questionnaire,  it  may  be 
said  that  they  were  disappointing.  The  returns  from  sixty-seven 
questionnaires  sent  out  only  numbered  twenty-eight.  Although  this 
is  less  than  fifty  per  cent  of  the  total  counties  of  the  State,  it 
is  thought  that  this  is  a  sufficient  number  on  which  to  base  logical 
conclusions • 

In  order  to  make  the  study  thorough  and  comprehensive,  a  survey 
of  county  financial  administration  in  other  states  was  made.  This 
work  was  also  done,  of  course,  by  means  of  a  questionnaire.  It  would 
have  been  very  impractical,  if  not  impossible,  to  have  reached  the 
counties  themselves  in  other  states,  so  the  questionnaire  was  de¬ 
signed  primarily  to  secure  data  concerning  state  control  of  county 
financial  administration.  This  angle  of  the  problem  is  obviously  a 


Digitized  by  the  Internet  Archive 
in  2018  with  funding  from 

University  of  Illinois  Urbana-Champaign  Alternates 


https://archive.org/details/surveyofaccountiOOhawl 


-3- 


A  SURVEY  OF  ACCOUNTING  PROCEDURES  AND  RECORDS  IN  THE  COUNTY  GOVERN¬ 
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very  vital  one,  and*  in  order  to  draw  any  logical  conclusions 
regarding  financial  ..  affairs  in  the  counties  of  this  state,  some 
comparison  with  other  states  was  felt  necessary.  In  the  construction 
of  the  questionnaire  sent  to  other  states,  questions  concerning  uni¬ 
form  systems  of  accounts,  budgetary  control,  control  of  state  and 
private  audits,  and  others  of  equal  importance  were  asked. 

The  returns  on  the  questionnaires  sent  other  states  were  much 
more  gratifying  than  were  those  on  the  questionnaire  sent  the 
counties  of  this  state.  Of  the  forty-seven  questionnaires  sent, 
thirty-two  were  returned,  the  majority  containing  all  the  information 
desired.  This  is  a  return  of  sixty-eight  per  cent.  Much  valuable 
information  was  secured,  the  more  important  of  which  has  been  in¬ 
cluded  in  the  report  on  Accounting  Procedures  and  Records  of  Alabama 
counties . 

For  clearness  and  convenience  this  report  was  divided  into 
three  general  headings.  This  division  of  the  material  found  seems 
to  be  the  most  logical  and  natural  sequence  into  which  it  could  be 
placed.  Due  to  the  fact  that  a  certain  amount  of  important  infor¬ 
mation  of  a  general  nature,  which  could  not  rightly  be  classified 
under  either  of  the  other  headings,  was  secured,  it  was  felt  neces¬ 
sary  to  include  it  in  a  separate  division  under  its  own  name.  The 
general  information  treats  of  such  matters  as  previous  attempts  at 
securing  a  uniform  system  of  accounting  for  counties  in  Alabama,  and 
existing  legal  provisions  concerning  county  accounting  procedures  and 
records.  The  second  division,  termed  Findings,  was  broken  up  into 
three  parts.  The  first  of  these  consists  of  a  presentation 
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A  SURVEY  OF  ACCOUNTING  PROCEDURES  AND  RECORDS  IN  THE  COUNTY  GOVERN¬ 
MENT  OF  ALABAMA  (Continued) 

of  the  findings  in  the  counties  in  Alabama.  The  major  part  of 
this  discussion  is  centered  around  those  counties  which  were  person¬ 
ally  interviewed.  However,  a  share  of  almost  equal  importance  was 
given  over  to  the  presentation  of  the  results  of  the  questionnaires 
sent  to  counties.  The  second  of  these  parts  has  to  do  with  present¬ 
ing  the  results  of  the  questionnaires  sent  to  other  states;  this 
presentation  being  in  the  same  form  as  that  for  the  counties,  men¬ 
tioned  above.  This  third  and  last  part  is  made  up  of  a  comparison  of 
the  control  exercised  by  Alabama  over  county  financial  administration 
and  that  exercised  by  other  states. 

The  third  main  division  of  the  report  was  devoted  to  recommenda¬ 
tions  made  as  a  result  of  the  survey.  It  would  be  well  to  call  atten¬ 
tion  to  the  fact  that  the  recommendations  made  are  not  of  a  fundamental 
nature  for  the  most  part,  but  are  suggested  for  immediate  rectifica¬ 
tion  of  certain  faults.  This  is  true  with  the  exception  of  the  recom¬ 
mendations  concerning  a  uniform  accounting  system  and  budgetary  control 

In  the  short  space  allotted  to  this  resume  of  the  report  on 
county  financial  administration  an  effort  has  been  made  to  present  the 
more  important  facts  concerning  the  subject. 

The  existing  legal  provisions  concerning  accounting  records  and 
procedures  in  the  county  governments  of  Alabama  were  divided  into  four 
parts,  namely,  those  affecting  the  several  tax  collectors,  those  affect 
ing  the  several  tax  assessors,  those  affecting  the  several  probate 
judges,  and  those  affecting  the  governing  body  of  the  county  or  those 
lav/s  of  a  general  nature  in  this  regard. 
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A  SURVEY  OF  ACCOUNTING  PROCEDURES  AND  RECORDS  IN  T13E  COUNTY  GOVERN¬ 
MENT  OF  ALABAMA  (Continued) 


Those  laws  affecting  the  several  tax  assessors  may  be  summarized 
as  follows: 

1.  Tax  Assessors  are  required  to  prepare  a  book  of  assessments 
(commonly  called  the  tax  book)  except  in  counties  having 

an  assessed  valuation  of  one  hundred  million  dollars  or  more 
and  in  those  counties  exempt  by  local  law. 

2.  Those  counties  which  are  not  required  to  prepare  a  book  of 
assessments . or  tax  book,  must  keep  bound  books  of  original 
assessments;  filed,  alphabetically;  by  beats  or  precincts; 
and  they  must  make  the  tax  collector’s  abstract  directly 
from  original  assessment  sheets,  filed  and  bound. 

3.  Tax  Assessors  are  required  to  prepore  a  tax  collectors 
abstract,  and  turn  same  over  to  tax  collector  on  or  before 
the  fifteenth  day  of  September  of  each  tax  year. 

4.  All  above  mentioned  forms  are  required  and  prescribed  by  the 
State  Tax  Commission. 


Those  laws  affecting  the  several  tax  collectors  may  be  summarized 


as  follows; 

1.  Tax  Collector  must  have  receipt  books  which  are  in  duplicate, 
and  these  books  must  be  given  to  the  court  of  councy  com¬ 
missioners  or  other  governing  body  at  the  end  of  each  tax 
year  or  at  any  other  time  that  they  are  called  for. 

2.  The  tax  collector  must  procure  a  bound  book  ,?hich  shall 
constitute  the  sale  docket  of  the  county.  The  form  of  said 
sale  docket  is  thoroughly  prescribed  by  the  State  Tax 
Commission. 

3.  The  tax  collector  must  render  reports  twice-monthly  to  the 
State  Auditor  and  the  County  Treasurer  or  similar  official. 
These  reports  are  in  regard  to  tax  collections.  The  collector 
must  also  render  reports  of  collections  to  the  State  Auditor 
on  or  before  the  twentieth  day  of  January  and  the  twentieth 
day  of  !*pril  in  each  tax  year. 

4.  A  final  settlement  report  must  also  be  rendered  the  State 
Auditor  and  County  Treasurer  on  or  before  first  day  of  July 
in  each  year. 

Those  law’s  affecting  several  probate  judges  may  be  summarized  as 
f ollows : 

1.  It  shall  be  the  duty  of  the  State  Auditor  to  prepare  and 
furnish  the  several  probate  judges  blank  licenses. 
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2,  Probate  Judges  must  keep  record  of  all  licenses  received 
from  State  Auditor  and  all  monies  received  from  licenses. 

3.  The  probate  judge  must  each  year,  without  grving  notice  to 
the  county  treasurer  or  similar  official,  appoint  one  expert 
accountant,  of  known  integrity,  to  examine  the  books  and 
vouchers  of  the  county  treasurer  and  report  the  condition  of 
same.  Such  accountant  shall  have  the  same  powers  as  the  exam¬ 
iner  of  Public  Accounts. 

Those  laws  affecting  the  several  governing  bodies  or  laws  affect¬ 
ing  county  financial  administration  in  general  may  be  summarized  as 
follows : 

1.  Each  county  must  adopt  a  budget  for  the  conduct  of  its 
affairs. 

2.  Each  county  must  make  a  semi-annual  statement.  Items  to 
be  contained  in  such  statement  are  prescribed. 

3.  Each  county  must  account  for  its  profits  annually.  A 
statement  of  such  profits  must  be  published  in  a  newspaper 
of  the  county. 

4.  The  governing  body  must,  in  term  time,  audit  all  claims 
against  the  county,  and  the  probate  judge  must  issue 
warrants  for  all  claims  so  audited.  Bonds  and  interest 
thereon  need  not  be  audited. 

5.  All  claims  in  order  to  be  allowed,  must  be  itemized  and 
sworn  to  by  the  claimant,  and  must  be  entered  in  a  book 
kept  for  this  purpose.  This  does  not  apply  to  bonds  out¬ 
standing  or  interebt  thereon. 

6.  Certain  regulations  are  placed  on  the  counties  in  regard 
to  the  deposit  of  monies  in  the  county  depository,  and  on 
the  governing  bodies  in  reporting  these  deposits. 

7.  The  accounts  and  funds  of  the  county  shall  be  kept  in  the 
depository  as  the  governing  body  directs;  disbursements 
shall  be  made  upon  the  order  of  the  governing  body;  a  full 
statement  of  receipts  and  disbursements  must  be  made  on  the 
second  Monday  in  January  and  July  of  each  year. 

8.  Ho  examiner  shall  undertake  to  prescribe  how  the  books 
and  accounts  shall  be  kept,  or  to  regulate  the  r.iode  of 
conducting  business  in  any  public  office,  but  they  may 
suggest  such  innovations  as  will  be  for  the  go^d  of  the 
service. 
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MENT  OF  ALABAMA  (Continued) 

9*  The  governing  body  has  the  power  to  examine  and  audit  the 
accounts  of  all  officers  having  the  care,  raanagenent , 
collection,  or  disbursement  of  money  belonging  to  the 
county,  or  appropriated  for  its  use  or  benefit. 

10.  The  Department  of  Examiner  of  Accounts  is  required  to  have 
examined  the  records  of  all  county  officers  at  least  once 
in  every  two  years  and  is  empowered  to  employ  sufficient 
assistants  to  carry  out  this  requirement. 

There  have  been  only  two  attempts  at  securing  a  uniform  account¬ 
ing  system  for  the  counties  of  this  state.  The  most  notable  of  those 
was  made  in  1930  by  the  Association  of  County  Commissioners.  The 
proposed  system  was  drawn  up  by  Mr.  C.  M.  Sullivan  of  Birmingham. 

The  system  was  essentially  an  adaptation  of  that  used  by  Jefferson 
county.  Mr.  Sullivan  has  installed  his  system  in  five  Alabama 
counties  at  the  time  the  field  work  of  this  survey  was  being  done. 

The  proposed  bill  advocating  the  above  mentioned  system  was 
never  voted  upon,  being  tabled  by  the  committee  in  whose  hands  it 
was  placed. 

It  is  understood  that  another  bill  has  been  drawn  by  the  Asso¬ 
ciation  of  County  Commissioners  advocating  the  system  which  was  de¬ 
feated  at  the  last  Session  of  the  Legislature. 

At  an  earlier  date,  some  seven  or  eight  years  ago,  another 
attempt  at  securing  a  uniform  accounting  system  was  made.  The  essence 
of  this  proposal  was  that  a  printing  press  owned  and  operated  by  the 
State  be  set  up  at  Kilby  Prison.  On  this  press,  operated  by  State 
prisoners,  all  record  forms  needed  by  Alabama  counties  were  to  be 
printed  and  later  distributed  among  all  the  counties.  Information  was 
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not  available  in  regard  to  the  details  of  the  system  proposed. 

The  fate  of  this  bill  was  even  swifter  than  that  of  the  •  more 
recent  attempt. 

No  effort  will  be  made  to  give  in  detail  the  conditions  found 
to  exist  in  Alabama  counties  in  regard  to  their  financial  administra¬ 
tion.  The  detail  is  too  great  and  the  space  too  limited  to  attempt 
such  a  presentation.  Instead  certain  important  findings  which  arc 
of  vital  interest  and  which  are  indicative  of  conditions  in  general 
will  be  given.  To  determine  at  a  glance  the  condition  of  the  various 
counties  from,  the  viewpoint  of  accounting  records  alone,  consider  these 
statements.  Of  the  total  counties  surveyed,  sixty-four  per  cent  are 
still  operating  under  the  accounting  systems  installed  at  the  origin 
of  those  counties;  while  only  twenty-one  per  cent  have  modern  up-to- 
date  systems.  No  information  was  available  regarding  this  point  in 
the  balance  of  the  counties.  Only  seventeen  per  cent  of  the  counties 
studied  employ  general  ledgers;  exactly  fifty  per  cent  of  them  main¬ 
tain  cash  books  for  recording  their  financial  transactions,  and  the 
remaining  thirty-three  per  cent  have  only  their  original  records, 
receipt  stubs  and  warrant  stubs;  as  their  accounting  systems,  if  they 
could  rightly  bo  termed  accounting  systems.  Furthermore,  in  spite 
of  the  budget  law  mentioned  earlier  in  this  discussion,  twenty-nine 
per  cent  of  those  counties  surveyed  have  no  budgets  at  all,  formal 
or  informal.  Of  the  remaining  seventy-one  per  cent  that  boast  bud¬ 
gets,  thirty-five  per  cent  have  budgets  which  are  only  a  program  of 
expenditures  for  the  ensuing  year.  Of  course,  such  programs  are  not 
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budgets  at  all  but  are  so  called  by  the  counties  making  then  up. 

Two  of  the  twenty-eight  counties  investigated  allow  each  county 
official  to  draw  warrants  on  the  various  funds  of  the  county  without 
having  to  notify  anyone  within  the  county  of  his  action. 

Five  counties  of  the  twenty-eight  studied,  permit  each  county 
official  to  make  his  own  purchases. 

Only  twenty-five  per  cent  of  the  counties  included  in  the  survey 
make  use  of  a  purchase  order. 

Only  sixty-one  per  cent  of  the  counties  have  had.  complete  audits 
of  their  records  during  the  past  five  years;  while  twenty-one  per  cent 
have  not  been  audited  at  all,  either  partially  or  completely. 

Thirty-six  per  cent  of  the  counties  do  not  maintain  any 
permanent  record  of  outstanding  indebtedness. 

Only  twenty-five  per  cent  of  the  counties  have  been  audited  by 
private  accountants  during  the  last  five  years. 


These  statements  represent  by  no  means  an  exhaustive  list  of 
conditions  found  in  Alabama  counties,  but  they  will  serve  as  indices 
to  general  conditions. 

It  is  only  natural  that  as  a  result  of  this  survey,  certain 
recommendations  should  suggest  themselves.  For  the  most  part,  the 
suggestions  that  have  been  made  in  connection  with  the  study  are  those 


(yM 


which  can  be  put  into  effect  immediately  -without  involving  great  expense 
or  fundamental  changes. 

One  of  the  most  beneficial  suggestions  which  has  been  made  in 
county  financial  administration  is  that  pertaining  to  the  usage  of 
Cost  Data.  It  is  a  well  known  fact  that  valuable  assets  cannot  be 
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properly  managed  and  operated  at  maximum  efficiency  without  the  aid 
of  adequate  cost  data.  Several  of  the  municipal  and  county  governments 
in  this  state  are  successfully  using  cost  forms  regarding  their  proper¬ 
ties,  Tuscaloosa  county  compiles  cost  data  with  respect  to  their  aims* 
house.  This  information  has  proved  of  much  value  to  the  county  in 
operating  this  institution.  Dallas  and  Talladega  counties  have  facil¬ 
ities  for  the  operation  of  costs  in  regard  to  their  movable  equipment, 
such  as,  tractors,  road  machinery  and  automobiles. 

Certain  difficulties  present  themselves  in  working  out  cost 
figures.  In  order  to  develop  and  properly  use  such  figures,  it  is 
necessary  to  establish  cost  standards.  There  are  several  ways  in 
which  such  standards  may  be  worked  out.  For  instance,  the  easiest 
method  is  the  establishment  of  cost  standards  within  the  county  itself. 
This  involves  the  averaging  of  costs  over  a  sufficient  period  of  years 
to  afford  logical  comparison  with  present  costs  of  operation. 

Another,  and  more  scientific,  method  of  securing  cost  standards 
has  been  developed  by  certain  other  states  for  their  counties.  New 
Jersey  has  been  a  leader  in  this  movement.  It  is  their  present  inten¬ 
tion  to  establish  a  Bureau  of  Standards  which  would  be  a  part  of  the 
Division  of  Municipal  Accounts  (somewhat  similar  to  our  State  Examiner’s 
Department).  This  bureau  would  develop  cost  standards  for  the  various 
governmental  units  of  New  Jersey  which  were  of  similar  size  and  problems. 
Such  standards  having  been  developed  they  would  be  distributed  among  those 
units  to  'which  they  applied.  The  benefits  of  this  plan  can  easily  be 
seen,  since  logical  comparisons  could  be  made  with  figures  of  present 
operations.  Such  comparisons  would  naturally  be  of  great  value  in 
operating  all  departments  and  institutions  of  the  counties  at  an-  in- 
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creased  efficiency. 

The  importance  of,  and  need  for  cost  data,  has  been  stressed  by 
almost  every  state,  and  most  emphatically  by  New  Jersey.  In  a  recent 
report  of  the  New  Jersey  Commission  to  Investigate  county  and  municipal 
taxation  and  expenditures,  much  attention  was  given  to  the  economy 
viewpoint  in  public  expenditure.  Such  economy  cannot  be  successfully 
practiced  without  the  use  of  cost  information. 

The  tax  book  or  book  of  assessment  has  long  been  a  sore  spot  of 
the  various  tax  assessors  throughout  the  state.  They  all  agree  that 
it  is  a  very  clear  cut  case  of  waste  and  even  leads  to  inefficiency  in 
their  offices.  The  cost  of  this  record  ranges  from  one  to  si*  or  seven 
hundred  dollars  apiece.  In  large  counties  where  several  of  these  books 
are  used,  the  cost  is  extraordinary.  It  is  safe  to  say  that  a  number  of 
the  counties  in  the  state  could  maintain  a  central  accounting  office 
for  what  these  records  cost. 

Over  one  dozen  tax  assessors  said  that  after  the  completion  of 
the  tax  book  it  was  filed  axvay  and  never,  or  only  in  rare  cases,  if 
ever,  referred  to  again.  It  is  apparent  that  if  the  tax  payer  wants 
to  refer  to  his  assessment  again  in  case  of  dispute,  it  is  not  the 
tax  book  in  which  he  is  interested  but  the  original  assessment  sheet 
on  which  he  made  his  assessment. 

One  entire  procedure  which  could  best  be  eliminated  is  caused  by 
the  tax  book  in  making  up  the  tax  bills.  It  is,  after  all,  merely  a 
copy  of  the  original  assessment  sheet;  it  contains  no  information  that 
the  original  information  does  not  contain.  In  posting  the  original 
assessment  to  the  tax  book  and  then  to  the  tax  collector’s  abstract 
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one  complete  step  is  followed  which  causes .waste.  This  duplication 
of  work  increases  the  possibility  of  error  in  the  original  records  of 
the  assessor  and  also  in  making  up  the  tax  bills  by  the  collector. 

Generally  speaking,  the  control  over  fixed  assets  of  the  counties 
of  this  state  is  very  inadequate.  Many  thousands  of  dollars  are  in¬ 
volved  in  the  buildings,  machinery,  road  equipment,  automobiles,  and 
other  valuable  assets  of  every  county  in  Alabama.  It  is  only  natural 
that  these  items  should  be  subject  to  a  proper  degree  of  control. 

There  are  many  reasons  for  the  adoption  of  such  a  control  of 
properties.  The  development  of  cost  data,  which  has  already  been 
discussed,  depends  largely  on  an  adequate  control  of  fixed  assets. 

This  control  could  easily  be  secured  by  means  of  property  ledgers  or 
property  accounts  in  the  general  ledger  according  to  the  need  of  each 
county.  The  work  and  expense  connected  with  maintaining  these  records 
would  be  negligible  in  comparison  with  the  benefits  which  would  be 
derived  from  them. 

Each  county  should  have  some  designated  official  whose  duty 
it  would  be  to  manage  the  property  accounts  and  to  hold  every  one 
responsible  for  the  property  in  his  possession.  Each  officer  or 
employee  of  the  county  having  county  property  in  his  possession  should 
report  it  periodically  to  such  designated  official  together  with  a 
report  on  any  additions  or  dispositions  of  such  property.  In  this 
way  all  fixed  assets  of  the  county  are  brought  under  the  control  of 
one  person  and  the  result  is  shown  by  the  manner  in  which  such  assets 
are  managed. 

If  possible,  it  would  be  best  to  have,  the  central  accounting 
officer  of  the  county  placed  in  charge  of  the  property  accounts,  since 
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this  is  an  accounting  functions 

Still  another  improvement  in  Alabama  counties  could  be  effected 
by  means  of  a  uniform  fiscal  year.  At  present  numerous  periods  arc 
being  used.  This  lack  of  uniformity  leads  to  a  certain  amount  of 
confusion  and  offers  numerous  obstacles  to  reporting.  This  condition 
could  be  greatly  simplified  if  the  fiscal  year  of  all  counties  was 
made  the  same  as  that  of  the  state  -  October  1  to  September  30. 

It  is  a  widely  accepted  fact  by  those  well  versed  in  governmental 
accounting  that  budgetary  control  is  an  essentail  of  the  utmost  impor¬ 
tance.  It  is  impossible  to  properly  manage  a  governmental  unit  with¬ 
out  drawing  up  a  budget  for  the  conduct  of  its  affairs* 

It  is  apparent  that  successful  county  budgets  cannot  exist  with¬ 
out  the  basic  records  necessary  for  their  esixtonce.  It  is,  of  course, 
imperative  that  every  county  have  a  general  lodger  and  include  in  it 
a  budget  control  account  along  with  the  other  accounts  needed* 

Obviously,  this  step  is  absolutely  vital  if  the  budget  is  to  serve 
its  purpose.  At  present  the  'best  budget  would  be  of  no  great  value 
to  the  majority  of  counties  in  this  state  because  they  lack  the  basic 
records  necessary  for  a  budget  system* 

The  budget  forms  prescribed  for  counties  by  other  states  show 
a  remarkable  variance.  Many  of  them  arc  complex,  built  up  to  coordinate 
with  accounting  systems  enually  complex.  Others  show  remarkable  sim¬ 
plicity  and  adequacy.  Among  the  former,  California  presents  an  out¬ 
standing  example,  while  Mississippi,  New  Jersey,  Ohio  and  Wisconsin 
exemplify  the  latter  type.  Emphasis  is  given  to  the  fact  that  they 
all  (with  the  exception  of  New  Jersey)  incorporate  standard  classifications 
of  resources  and  appropriations  into  their  budgets.  The  importance  of 
this  is  brought  out  excellently  by  Mississippi  in  prescribing  the  form 


-14 


SURVEY  OF  ACCOUNTING  PROCEDURES  AND  RECORDS  OF  THE  COUNTY  GOVERN - 
MENT  OF  ALABAMA  (Continued) 

of  budget  to  be  used  by  Mississippi  counties:  "the  budget  should 
correspond  in  Terminology  and  in  classification  of  appropriations 
with  accounting  plan  of  the  fiscal  officer  in  order  to  fully  disclose 
the  result  of  the  prescribed  plan". 

After  analysing  the  budget  forms  of  some  six  or  sight  states 
(state  prescribed  county  budget  forms),  three  we re  decided  to  be 
the  most  applicable  to  the  needs  of  Alabama  counties.  The  most  . 
notable  of  these  is  that  drawn  up  by  the  Institute  for  Government 
Research,  a  division  of  the  Brookings  Institution.  This  budget  was 
recently  installed  in  Mississippi  and  is  being  used  there  with  success 
as  well  as  by  several  other  states  and  the  Territory  of  Hawaii.  This 
budget  is  comparatively  simple  and,  at  the  same  time,  very  effective. 

Another  budget  which  has  been  recommended  for  use  in  New  Jersey 
counties  is  very  adequate.  This  budget  was  constructed  by  the  New 
Jersey  commission  to  investigate  county  and  Municipal  taxation  and 
expenditures,  of  which  professor  Harvey  L.  Lutz,  recognized  authority 
on  public  finance,  is  director.  The  budget  proper  is  in  summary  form, 
the  details  being  made  by  the  individual  counties  on  separate  schedules 
according  to  their  needs.  The  entire  budget  procedure  is  made  flexible 
enough  so  as  to  be  adaptable  to  each  county.  The  schedules  of  detail 
will  necessarily  have  to  have  a  certain  amount  of  uniformity  in  order 
to  furnish  the  information  prescribed  by  the  summary  form.  Thus,  without 
burdening  the  procedure  with  cumbersome  details  the  budget  is  adequately 
constructed  to  clearly  picture  the  financial  show  of  the  county  for  the 
ensuing  year. 

It  is  suggested  here  that  no  matter  what  form  of  budget  is  used, 
a  column  be  included  showing  the  figures  for  the  year's  budget  prior 
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to  that  of  last  year.  The  reason  for  this  addition  is  primarily  for 
the  purpose  of  determining, vthe  trend  which  the  various  estimates  are 
taking.  No  definite  trend  may  be  secured  from  a  comparison  of  these 
two  sets  of  figures,  while  such  trend  may  easily  be  followed  if  three 
budgets  are  compared. 

Closely  related  to  the  inclusion  of  this  additional  column 
is  the  providing  of  a  column  for  changes  -  that  is,  for  increases  or 
decreases  -  of  the  present  budget  over  that  of  last  year*  Space 
should  al£o  be  left  for  remarks  by  the  budgetary  body  as  to  the 
probable  causes  of  any  such  changes. 

The  incorporation  of  the  above  mentioned  things  would  make  the 
budget  form  contain  the  last  two  years’  budget  figures,  present  budget 
estimates,  a  column  for  increases  or  decreases,  and  a  column  for  re¬ 
marks  as  to  probable  causes  for  the  changes  in  the  estimates. 

Ohio  has  a  very  satisfactory  type  of  budget  which  it  prescribes 
for  its  counties.  This  budget  differs  from  the  others  described 
in  that  it  budgets  resources  and  appro  riations  by  funds  rather  than 
by  source  and  function  or  object.  Under  the  operation  of  this  plan 
all  receipts  estimated  to  be  received  into  the  general  fund  and  all 
expenses  estimated  to  be  met  out  of  the  general  fund- are  placed  under 
their  respective  headings.  This  is  done,  of  course,  for  each  fund  of 
the  county.  The  receipts  are  detailed  by  source  under  each  fund  and 
the  expenses  are  arranged  according  to  object.  A  budget  summary  accom¬ 
panies  the  shedules  of  each  fund  so  that  the  total  budget  estimates  for 
each  fund  can  be  determined  at  a  glance.  The  c- ief  objection  to  the 
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Ohio  budget  is  that  all  tho  advantages  of  a  functional  classification 
of  expenditures  are  lost. 

It  may  be  said  at  this  point  that  nearly  all  advocates  of  pro¬ 
gressive  and  modern  governmental  accounting  encourage  the  use  of  such 
a  functional  classification.  As  a  matter  of  fact,  it  is  generally 
considered  one  of  the  most  prominent  steps  forward  in  governmental 
accounting  which  has  recently  been  made.  Gradually  more  and  more 
states  are  coming  to  use  it,  not  only  in  the  accounting  systems  of 
the  various  states,  but  also  in  t?icir  counties  and  municipalities. 

The  Brookings  Institution  is  one  of  the  leaders  in  the  movement  for 
its  wide  spread  adoption.  The  state  of  Wisconsin  has  installed  it 
throughout  their  governmental  branches  as  have  so  many  other  states. 

Iowa  has  drawn  up  a  very  simple  and  valuable  form  in  aiding  in 
their  budgetary  procedure.  It  consists  simply  of  a  form  for  reporting 
departmental  estimates.  It  contains  a  column  for  departmental  askings 
and  one  for  the  budget  estimates  adopted.  Each  department  head  makes 
out  his  estimates  and  sends  them  in  to  tho  budget  officer,  who,  in 
turn,  assembles  then  all  on  the  form  mentioned  above  and  submits 
them  to  the  governing  body  for  approval.  In  this  wise,  more  careful 
consideration  is  given  to  the  task  of  making  up  the  budget  estimates, 
since  it  is  a  we 1 1  knovm  fact  that  officials  are  more  careful  in  their 
askings  y/hen  they  are  written  than  when  they  are  made  orally. 

I  need  only  mention  the  importance  of  following  the  budget  after 
its  completion.  In  order  for  it  to  be  of  any  value  at  all,  it  must 
be  set  up  on  the  county’s  records  as  a  permanent  part  of  them 
The  proper  entries  must  be  made  so  that  the  affairs  of  the  county  will 
be  conducted  by  the  budget  drawn  up. 
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The  problem  of  adequate  budgetary  control  is  not  one  x/hich 
can  be  solved  by  such  a  sketchy  discussion  as  this.  Arm-attempt  has 
been  made  to  present  only  some  of  the  more  recent  developments  and 
to  emphasize  its  importance  in  successful  county  financial  adminis¬ 
tration. 

Other  states  are  making  great  strides  forward  in  the  development 
of  adequate  statements  of  financial  condition.  Such  statements  aid 
greatly  in  the  operation  of  a  county  government.  At  present,  the 
greater  port  of  the  reports  and  statements  rendered  by  Alabama  counties 
arc  those  prescribed  by  the  state  regarding  tax  and  license  collections. 
They  afford  no  information  as  to  the  true  financial  condition  of  the 
county. 

One  of  the  most  effective  reports  of  financial  condition  which 
has  been  encountered  is  that  which  Mississippi  requires  of  her  counties 
annually.  This  report  was  drawn  up  by  the  Brookings  Institution.  It 
includes  statements  of  receipts,  disbursements,  and  outstanding  in¬ 
debtedness,  which  are  in  keeping  with  the  classification  of  accounts. 

The  annual  statement  which  New  York  prescribes  for  her  counties 
is  a  Iso  very  good.  It  naturally  contains  more  provisions  than  does 
that  of  Mississippi,  since  New  York  counties  have  more  complex  problems 
than  do  those  of  Mississippi.  Provision  is  made  for  sinking  fund 
information,  temporary  tax  loans,  court  orders,  current  indebtedness, 
bonded  indebtedness,  and  other  information  of  similar  nature. 

Wisconsin  has  developed  forms  which  are  even  more  complex  than 
those  of  New  York.  Their  report  of  indebtedness  gives  complete 
picture  of  current  indebtedness,  bonded  indebtedness,  and  interest  on 
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both.  The  report  forms  of  Wisconsin  have  been  built  up  to  meet  the 
increasing  needs  of  its  counties* 

California,  Ohio,  New  Jersey,  Indiana,  and  New  York  have  all 
built  up  statements  of  financial  condition  which  would  seem  very  com¬ 
plex  to  the  counties  of  this  state,  but  were  built  up  to  coordinate 
with  the  accounting  systems  of  the  above  states* 

Florida  and  Louisiana,  states  which  are  nearer  home,  have 
developed  very  effective  statements  of  financial  condition.  Those 
statements  which  Florida  requires  of  its  counties  include  statements 
of  fees,  commissions,  and  remuneration,  recapitulation  of  receipts 
and  disbursements  for  each  fund  of  each  county,  statement  of  assets 
and  liabilities,  detailed  statement  of  bonds  issued  and  outstanding, 
estimates  of  revenues  and  expenditures  by  funds  for  each  county. 
Through  the  use  of  these  statements  not  only  the  state  is  enabled 
to  determine  the  exact  financial  status  of  each  county,  but  the  county 
itself  is  in  a  position  to  know  precisely  what  its  condition  is. 

Those  statements  required  of  the  parishes  of  Louisiana  are 
somewhat  similar  to  those  of  Florida.  They  include  a  consolidated 
inventory  of  furniture,  equipment,  and  other  movable  property;  state¬ 
ment  of  insurance  in  force;  list  of  bonds  outstanding;  statement  of 
financial  condition  of  parishes  (includes  complete  bank  r-  conciliation 
statements).  After  studying  the  statements  of  every  state  included 
in  this  survey  it  would  seem  that  Louisiana  has  developed  a  sot 
which  deserves  to  rank  well  at  the  top.  The  report  on  insurance  in 
force  and  the  inventory  statement  reflect  good  accounting  practice 
and  a  sound  judgement  of  the’ needs  of  the  parishes •  A  clearer  picture 
of  each  parish  could  not  be  secured  than  by  means  of  the  reports  which 
they  employ. 
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Many  states  have  placed  their  counties  on  an  accrual  basis;  and 
more  states  are  swinging  to  this  direction  every  year.  If  the  change 
continues  to  take  place  as  rapidly  in  the  future  as  it  has  in  the  past, 
it  will  not  be  long  until  the  counties  of  this  state  are  taken  off  the 
cash  receipts  and  disbursements  basis  and  placed  on  an  accrual  basis. 
Even  now,  Jefferson  county,  through  the  efforts  of  Mr.  McPherson, 
chief  clerk  of  the  court  of  county  commissioners,  is  contemplating 
such  a  change.  It  is  well  nigh  impossible  to  determine  with  any 
reasonable  degree  of  accuracy  the  financial  condition  of  the  counties 
of  this  state  without  taking  such  a  step. 

Mo  attempt  will  be  made  in  this  discussion  to  go  into  detail 
regarding  a  uniform  accounting  system  for  the  counties  in  this  state. 

It  is  generally  agreed  to  be  one  of  the  most  vital  needs  of  Alabama 
counties*  There  are  several  problems  of  great  importance  which  con¬ 
front  Alabama  counties  in  the  event  that  they  do  take  such  a  step. 

The  chief  problem  which  they  face  is  regarding  the  form  the  system 
will  take.  There  are  several  options  open  in  working  up  a  uniform 
accounting  system.  Will  it  consist  only  of  prescribing  the  books  of 
entry  and  ledgers,  or  will  it  confine  itself  to  requiring  certain 
accounts  to  be  set  up  on  the  records  of  each  county?  Perhaps  it  would 
be  most  advantageous  to  require  both  of  the  above.  On  the  other  hand, 
lb  might  be  well  no o  to  attempt  bo  proscribe  and  require  books  of 
entry  and  ledgers  and  a  classification  of  accounts,  but  to  enforce 
uniform  accounting  by  means  of  a  prescribed  uniform  budget  system. 

The  latter  alternative  has  been  practiced  with  great  success  in  the 
counties  of  Mew  Jersey.  Mr.  Walter  Dorby,  Commissioner  of  Municipal 
accounts,  explains  that  in  order  for  the  counties  of  that  state  to 
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furnish  the  information  required  by  their  budget,  it  is  necessary 
that  their  records  maintain  a  high  degree  of  similarity.  In  this 
way,  without  burdening  the  counties  with  a  complex  system  or  forcing 
them  to  adopt  such  a  system,  they  are  indirectly  forced  to  maintain 
records  of  similarity. 

Another  problem  regarding  the  construction  of  a  uniform  account¬ 
ing  system  is  the  development  of  a  system  which  will  be  flexible 
enough  so  as  to  expand  and  take  care  of  the  future  needs  of  the 
counties.  Great  deliberation  and  care  should  be  exercised  in  con¬ 
structing  the  system. 

Finally,  after  such  a  system  has  been  devised,  its  installation 
should  be  thorough-going  and  by  all  means  properly  supervised.  At 
least  for  the  first  few  weeks  of  its  existence  the  county  official 
operating  it  should  be  assisted  by  the  person  who  installed  it. 

There  are  many  other  aspects  to  the  problem  of  securing  a  uni¬ 
form  accounting  system  for  Alabama,  counties*  A  more  complete  dis¬ 
cussion  of  these  may  be  found  in  the  detailed  report  on  this  subject 
of  county  financial  administration. 

The  attitude  of  other  states  regarding  private  audits  of  their 
counties  is  largely  one  of  indifference.  By  far  the  greater  number 
included  in  this  survey  neither  encourage  or  hinder  private  audits. 
There  are,  however,  a  few  states  who  take  an  unfavorable  attitude 
regarding  private  county  audits.  Mississippi  prohibits  such  audits 
altogether,  while  Missouri,  Washington,  and  New  York  do  not  recog¬ 
nise  private  county  audits  in  their  courts.  New  Jersey,  on  the  other 
hand  encourages  such  audits.  In  order  for  the  private  accountant  to 
make  a  county  audit  in  New  Jersey,  he  must  be  what  is  termed  a  Regis¬ 
tered  Municipal  Accountant,  To  secure  a  certificate  of  registration  it 
is  necessary  for  the  private  accountant  to  pass  an  examination 
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on  governmental  accounting. 

It  is  my  realization  that  this  discussion  has  only  scratched 
the  surface  of  this  subject,  but  I  sincerely  hope  that  I  have  been 
of  some  service  and  of  some  benefit  to  you. 


